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BUSINESS AND FINANCIAL CONDITIONS FOLLOWING 
THE CIVIL WAR IN THE UNITED STATES* 



I. THE SITUATION AT THE CLOSE OF 
THE CIVIL WAR 

THE most significant facts for business at the end of 
the Civil War in April 1865 were an inconvertible 
currency and a high level of prices. The banks and the 
Treasury had suspended specie payments on December 
30, 1 86 1 and legal tender greenbacks were first autho- 
rized in February 1862. The first greenbacks were 
issued early in April 1862. "From this time until specie 
payments were resumed, January i, 1879, they served 
as the standard of value in all business transactions and 
also as an important part of the circulating medium. 
United States notes to the amount of $98,600,000 were 
issued before July i, 1862 . . . $431,000,000 were left 
outstanding at the close of the war," ^ and $346,681,000 
was finally fixed, by an amendment to the Resumption 
Act, as the maximum issue. 

The substitution of inconvertible paper for specie as 
the primary currency of the United States during the 
Civil War was accompanied by a price revolution. 
When Lee surrendered to Grant the arithmetic average 
level of prices of 92 commodities was 106 per cent above 
the level of 1861,^ the prices of half of these commodities 
having increased 90 per cent or more above the pre-war 
figures.^ The change in retail prices had been nearly as 
great as that in wholesale prices. The weighted arith- 
metic average of the retail prices of 34 commodities in 
1865 was 79 per cent above the average for 1860.^ The 
prices of identical lists of 21 commodities at retail and 
wholesale showed increases of 119 per cent and 124 per 
cent, respectively, in 1865 relative to i860.* The price 
changes in specific classes of goods were estimated by 
David A. Wells, writing in 1872, as follows: 

"From calculations made from a great variety of 
data, returned from all sections of the northern states, it 
appears that the advance [in prices] in those years [the 
last years of the war and those immediately subsequent], 
as compared with the year immediately preceding the 
war (1860-61), was, for groceries and provisions, from 
90 to 100 per cent; for domestic dry goods, including 
clothing, 86 per cent; for fuel, 50 to 60 per cent; for 
house rent in the cities, from 90 to 100, and even 200 per 
cent, and in the country somewhat less. The increase in 
the price of a barrel of wheaten flour from i860 to 1868, 
throughout the eastern manufacturing states, was in 

* This study was made possible by the generous contribution of Mr. 
Philip Cabot of Boston. W. M. Persons is responsible for the general plan 
of the study, the analysis of the data, and the text. P. M. Tuttle examined 
the periodical literature of the period, prepared the table characterizing 
business and financial conditions in the United States and Europe by years, 
pp. 13-16, and wrote a considerable portion of the Appendix. Edwin Frickey 
directed the computations and the preparation of the charts and tables; he 
also is chiefly responsible for the indices of stock prices and physical produc- 
tion which he has described on pages 25-27, 33-37. Both Philip Cabot and 
C. J. Bullock read the manuscript and offered valuable suggestions. 



excess of 90 per cent; of salt, 100 to 150 per cent; butter, 
100 per cent; brown sugars, 70 to 80 per cent; soap, 80 
to 90 per cent; teas, 140 to 150 per cent. In respect to 
ordinary cotton goods, the advance, even as late as 
October 1866, was in currency 172 per cent over the gold 
prices of similar fabrics in July i860; of woolen goods, 
53 per cent; and of silk, about 100 per cent." * 

Wages had also increased but not as much as prices. 
In July 1865 the average wages of about five thousand 
employees in various industries stood at 55 per cent 
above the pre-war level.' The wages of unskilled work- 
ers had undergone the greatest relative increase, with 
those of helpers of craftsmen, skilled craftsmen, and 
foremen and overseers following in the order named. 

In April 1865 the price of gold in greenbacks ranged 
between 144 and 153!; ^ the yield of United States gov- 
ernment sixes was 5.7 per cent, compared with the high 
point of 7.2 per cent touched in February 1862,^ and 
with 4.8 per cent in November 1866, the lowest point 
reached in the year following the termination of the war. 
In the year 1866, the monthly average rate on prime 
commercial paper in New York ranged between 55 and 
8 per cent but it was destined to go much higher in the 
three years following.^" In the Boston market of April 
1865, prime commercial paper was quoted at the high 
rate of yh per cent." The ratio of reserves to deposits 
of New York Clearing House banks in 1866 was high, 
averaging about 42 per cent.^^ Furthermore, the entire 
national banking system was in a strong position at the 
close of the war, the total lawful money reserves averag- 
ing $211,000,000 for the year 1866, against deposits of 
$539,000,000.^^* 

The brief statistical survey just presented is not suffi- 
cient to give one a clear picture of the business and 
financial situation in the United States at the close of 
the Civil War. Such a picture has been sketched, how- 
ever, by a penetrating observer of the time, Hugh 
McCuUoch, Secretary of the Treasury. Writing under 
date of December 5, 1865, he described the situation as 
follows: 

"There are no indications of real and permanent pros- 
perity in our large importations of foreign fabric?; in 
the heavy operations at our commercial marts; in the 
splendid fortunes reported to be made by skilful manip- 
ulations at the gold room or the stock board; no evi- 
dences of increasing wealth in the facts that railroads 

' Quoted from A History of the Greenbacks by Wesley C. Mitchell, p. 173. 

^ See Appendix, p. 29 and Chart G, curve B. 

' See Chart K, curve A. * See Chart G, curve C. 

* Mitchell, Gold, Prices, and Wages Under the Greenback Standard, p. 76. 

* The Recent Financial, Industrial, and Commercial Experiences of the 
United Stales, pp. 21, 22. 

' See Chart G, curve A. 

* Mitchell, op. cit., p. 6. See also Chart A. ' See Appendix, p. 31. 
'" See Appendix, p. 43. '' See Appendix, p. 47. 

" See Appendix, p. 45. " See Appendix, p. 51. 
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ami steamboats arc crowded with passengers, and 
hotels with guests; tliat cities are full to overflowing, 
and rents and the ])riccs of necessaries of life, as well as 
luxuries, are daily adxancing. All these things prove 
rather that a foreign debt is being created, that the 
number of non-producers is increasing, and that pro- 
ductive industry is being diminished. There is no fact 
more manifest than that the plethora of paper money is 
not only undermining the morals of the people by en- 
couraging waste and extravagance, but is striking at the 
root of our material prosperity by diminishing labor. 
The evil is not at present beyond the control of legisla- 
tion, but it is daily increasing, and, if not speedily 
checked, will at no distant day, culminate in wide- 
spread disaster. The remedy, and the only remedy 
within the control of Congress, is, in the opinion of the 
Secretary, to be found in the reduction of the cur- 
rency." ^"* 

Another keen observer, David A. Wells, Special Com- 
missioner of the Revenue, has given us some illuminat- 
ing comments on the situation existing four years later. 
Reviewing in December 1869 the conditions of the past 
year he says: "Another circumstance [in addition to 
the excess of im])orts over exports financed by the sale of 
bonds to foreigners] which indicates a change in the ratio 
that formerly existed between national production and 
naticMial consum])tion is to be found in the fact that dur- 
ing the last few years large numbers of our population, 
under the influence and example of high profits realized 
in trading during the period of monetary expansion, 
liave abandoned ])ursuits directly j)roductivc of na- 
tional wealth, and sought em])lo}-ments connected with 
commerce, trading, or speculation. As a consequence 
we everywhere iind large additions to the population of 
our commercial cities, an increase in the number and 
cost of buiklings devoted to banking, brokerage, in- 
surance, commission business, and agencies of all kinds, 
the spirit of trading and speculation j^ervading the 
whole community, as distinguished from the spirit of 
production, and all the external appearances of health- 
ful activity." '•' 

The writer just (juotcd also gives us some defmite 
evidence concernhig tlie housing situation after the 
CWil War. He sa_\-s: ''In Massachusetts, one of the 
richest and Pn)st densely po])ulated of the states, the 
oflicial retiirns show that nine more polls (males of 
twenty years and upwards), and representing probably 
as many heads of families, were crowded into every 
liundred houses in 1868 than was the case in i860." "' 

The same writer likewise presents some evidence re- 
garding the relative elficiency of labor in 1869 compared 
with i860. In his Report for the year 1869 " he says: 
"With a view to obtaining further information concern- 
ing the relative ])roduct of labor in 1869 as compared 

'■' Report of llic U . S. Special Commissioner of Revenue, 1869. 
'■' The Reeenl I'iiiniii ial, Indnslrial, and Commercial Experiences of the 
Vniled Slates. "' Op. ciL, ]). 23. 

'" Pages xwii, xwiii. -" Sec Chart I, p. 11. 

" See AppKNDix, ]). 25. -1 Report ior 1869, pp. xxxi, xxxii. 

" Sec Charts J, p. i 2 and ia, p. 25. -- Report for 1868, p. 2. 



with i860, the following question was appended to a 
circular (relative to wages) extensively forwarded b>' 
the Commissioner to the largest and most intelligent 
employers of labor in different sections of the country, 
'Please state whether in your opinion mechanics and 
laborers perform as much work now in a day as for- 
merly.' Of the answers received . . . about one in nine 
indicated that the amount of work performed in a given 
time, in 1869, compared favorably with that performed 
at former periods." 

Whatever may have been the fact in regard to the 
relative efiiciency of labor in the two periods the an- 
swers of employers to the question asked them by the 
Commissioner indicate their belief. Adequate statisti- 
cal data are not available for a comparison of the physi- 
cal productivity of the United States in 1869 '^ith that 
in i860. Fairly extensive data are available, however, 
for the period 1864-80. These data show that the phys- 
ical output of farms, mines, and factories increased 
from 49 in 1864 to 69 in 1866, the first calendar year of 
peace, to 83 in 1869, and to 148 in 1880.'^ There were 
only three years during the period (1871, 1874, and 
1876) when the weighted index numbers based on quan- 
tities failed to reach new record figures. The population 
was, of course, also increasing rapidly — from about 35 
millions in 1866 to 50 millions in 1880. Even making 
allowance for the increase in population (by dividing the 
index numbers of production by index numbers of popu- 
lation) physical production increased 50 per cent in the 
fifteen years following the Civil War.^^ Total and also 
l)er capita production of the dominating industry of the 
United States, agriculture, increased each year, without 
exception, between 1865 and 1870. In addition, it may 
be stated that new railroad mileage increased rapidly 
and uninterruptedly during the eight years following 
the close of the war so that the total mileage in opera- 
tion at the end of the period was twice that at the be- 
ginning."" The evidence is clear, then, that McCulloch 
was mistaken when he said in 1865, "productive in- 
dustry is being diminished." Wells stated in 1869 that 
"national production has suffered ... by the with- 
drawal of labor from productive to unproductive or less 
productive employment." "' By this, however, the 
Commissioner did not mean that the total physical pro- 
duction had declined, but rather that there had been a 
shift from essentials to non-essentials. For in the pre- 
vious year he said, "Within the last five years more 
cotton sjjindles have been put into operation, more iron 
furnaces erected, more iron smelted, more bars rolled, 
more steel made, more coal and copper mined, more 
lumber sawed and hewn, more houses and shops con- 
structed, more manufactures of different kinds started, 
and more petroleum collected, refined, and exported, 
than during any equal period in the history of the 
country ; and this increase has been greater both as re- 
gards quality and quantity, and greater than the legit- 
imate increase to be expected from the normal increase 
of wealth and population." -" The best contemporary 
evidence, therefore, supports the conclusion drawn from 
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the available statistics of production, i. e., that the 
national output increased steadily and at a rapid rate. 

Other evidences of recovery from the war are the sur- 
plus revenue of the government and increasing inamigra- 
tion. The public debt reached its maximxun, 2,675 
million doUars, in 1865. In the years following it was 
steadily reduced so that by 1880 the total debt was 
below two billions and the per capita debt had been cut 
in two.^^ A new wave of immigration began with the 
close of the war and the concurrent opening of extensive 
fertile areas by the rapidly expanding railroad systems. 
This wave did not recede until the period of business 
depression following the panic of 1873. Greatly in- 
creased foreign trade accompanied by heavy borrowing 
from Eiurope was also a feature of the same period.^* 

Finally, a point to be noted is that the price situation 
in the United States in 1865 was quite different from 
that in England and Germany. Whereas average prices 
of commodities in this country were double the pre-war 
level, in England the rise had been but 5.8 per cent ac- 
cording to Sauerbeck's index, and in Germany only 1.4 
per cent according to Soetbeer. For identical lists of 27 
commodities in the United States and England the index 
numbers showed increases of 90 and 2 per cent, re- 
spectively, in the two countries. For identical lists of 
46 commodities in the United States and Germany, an 
increase of 104 per cent in the United States is paral- 
leled by a decrease of 2 per cent in Germany.^* These 
comparisons show that the changes in commodity 
prices in England and Germany were insignificant rela- 
tive to those in the United States. Not only had aver- 
age prices in this country far outstripped prices abroad, 
but gold prices in the United States, obtained by cor- 
recting currency prices for the premium on gold, were 
much above prices abroad. For instance, the prices of 
46 commodities in the United States had increased 25 
per cent in gold compared with a decrease of 2 per cent 
for Germany .^^ 

The industrial and business conditions of the country 
in the first calendar year after the conclusion of peace 
have been summarized by David A. Wells in his Re- 
port^'' dated December 1866. He reported: " (i) Great 
activity — industrial or speculative — during the past 
year, in nearly every section of the country, with a con- 
sequent extension of business," increase of the produc- 
tion of coal, petroleum, Irnnber, gold, and silver, and 
"fuUemployment of all kinds of skilled labor. ... (2) 
A progress in the invention of machinery for economis- 
ing labor or perfecting products and processes, entirely 
without precedent in any former experience. ... (3) 
A continued and increasing influx of foreign immigra- 
tion . . . and (4) A spirit of enterprise which seems to 
redouble its energy with every additional burden which 
is placed upon it." 

In short, then, the business situation in the United 
States at the end of the Civil War may be characterized 
as follows: an inconvertible currency, a gold premium, 
a high level of prices and wages, high interest rates, 
abundant bank reserves, active speculation, housing 



shortage, large physical production, active raUroad 
building, large immigration, increased foreign trade 
with imports exceeding exports, heavy borrowing from 
Europe, and a surplus federal revenue. 

II. SURVEY OF THE PERIOD 1866-80 

The situation at the close of the war indicated that 
thoroughgoing changes were in prospect. In fact, the 
fifteen years following were, on the whole, years of de- 
clining commodity prices,^* interest rates, and stock 
prices, but increasing industrial production. In the 
middle of the period, however, occurred a severe eco- 
nomic crisis, and several diverse tendencies are dis- 
cernible before and after that financial explosion. The 
years 1865-66 saw rapid recuperation from the war; 
the period 1867-72, although one of declining prices, led 
up to the crisis of 1873; 1874-78 constituted five years 
of business depression; while 1879-80 witnessed the 
beginning of an extended boom. It is desirable that 
the general trend in the whole period be clearly set 
forth, as well as the alternating periods of prosperity 
and depression, the nature of each year, and that of 
each statistical series. Therefore we give the following 
summaries : 

1. The characteristics of each series during 1866-80. 

2. A siimmary of business and financial conditions in 
the United States and Europe, 1867-80, by years. 

3. A summary of business and financial conditions 
in the United States, 1866-80, by characteristic 
periods. 

I. The Chaeacteristics of Each Series 
During 1866-80 

Various statistical series covering the fifteen years 
following the end of the Civil War (Table A) were col- 
lected, analyzed and, in certain cases, compared with 
similar series of the same period for England and Ger- 
many. The series collected include indices of commod- 
ity prices, both wholesale and retail; wages; indices of 
physical production; the yield of United States govern- 
ment bonds; prices of railroad stocks; rates of interest 
on call and on short-time prime commercial paper; bank 
deposits, loans, and reserves; and the price of bankers' 
short-time sterling bills. In the main, the series consist 
of monthly items, although in certain cases it was possi- 
ble to secure only quarterly, semi-annual, or annual 
items. 

Charts based on the data collected are given in the 
following pages and in the Appendix. Study of the 
various charts for the period covered, 1866-80, revealed 
the fact that there were, in general, two types of varia- 
tions; first, the long-time or secular trend from 1866 to 

^ Statistical Abstract of the United States, igop, p. 708. 

^ See "The Balance of Trade of the United States" in The Review of 
Economic Statistics, July, 1919, pp. 216, 221. 

2* Mitchell, Gold, Prices, and Wages Under the Greenback Standard, pp. 
28-32. 2« Ibid., p. 264. " Pp. 16^ 17. 

^ It should be said that the period chosen for study constitutes part of a 
longer period, 1866-97, which is characterized by declining commodity 
prices interrupted by brief periods of revival. 
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Table A. — The Series Collected, with the Characteristics of the Trend of Each During 1866-80 

In the charts for the series named below (see pp. 23-53) straight lines have been fitted to the graphs of the actual items. 
These lines are called lines of secidar trend* for the reason that each represents the trend, or general movement over a con- 
siderable period of time (in this case, 1866-80), of the statistical series to which it is fitted. 

The first column below shows for each series the amount by which the straight lines rises or falls in one year; the second 
column shows the average magnitude of the actual items over the period 1866-80. The third column shows the annual rise 
or fall in the straight line, expressed as a percentage of the average item; this gives the average annual percentage of increase 
or decrease. 



Average annual increase ( +) 
or decrease ( — ) t 

(t) 



Arithmetic average of 
actual items for z866-Sot 

(2) 



Ratio of 

column 1 to 

column 2 

(per cent) 

(3 



Prices of Commodities 
Index numbers of wholesale prices of commodities in the United States: 

Arithmetic means 

Medians 

Greenback prices of gold in the United States J 

Index numbers of wholesale prices of commodities in England (Sauerbeck) 
Index numbers of wholesale prices of commodities in Germany (Soetbeer) 

Physical Prodtwtion 
Index numbers of physical production in the United States: 

General 

Agriculture 

Manufacture 

Mining 

New railroad mileage constructed in the United States 

Prices of Securities 

Index numbers of prices of ten railroad common stocks 

Yield of United States government sixes of 1881 

Agregate clearings of New York City Clearing House banks 

Interest Rates 
Rate of interest on prime commercial paper in the Boston money market . . 

Rate of interest on call loans at the New York Stock Exchange 

Rate of interest on prime commercial paper in the New York money market 

Banking 

Ratio of reserves to deposits of New York City Clearing House banks 

Loans of New York City Clearing House banks 

Lawful money reserves of all national banks 

Loans and discounts of all national banks 



-5-73 points 
-5.67 points 
—3.19 points 
— 1.08 points 
—0.1 1 points 



+4.81 points 
+4.90 points 
+4.45 points 
+7.05 points 
+50.7 miles 



— 1.51 points 
—0.184 per cent 
—$6,700,000 



—0.229 per cent 
—0.251 per cent 
-0.257 per cent 



-0.904 per cent 

+$310,000 

-$3,570,000 

+$28,000,000 



39.2 points 


-4.12 


30.0 points 


-4.36 


19. 1 points 


-2.68 


01.3 points 


-1.07 


04.8 points 


— O.II 



loo.o points 
loo.o points 
loo.o points 
loo.o points 
3865 miles 



loo.o points 
3.72 per cent 
$540,000,000 



5.95 per cent 
4. 1 1 percent 
6.77 per cent 



32.9 per cent 
$267,000,000 
$156,100,000 
$814,000,000 



+4-8i 
+4-9° 
+4-45 
+7-05 
+ 1-31 



-4.94 
— 1.24 



-3-85 
-6.11 

-3-8o 



-2.7s 
+0.12 
— 2.29 
+3-44 



* Those who wish a mathematical discussion of the method of securing 
these lines will find it on pp. 12, 13 of the January, 1919 Review; a non- 
technical explanation is given in the April, 1919 Review, pp. 210-212. 



t In technical terms, column i gives the annual slope and column 2 the 
ordinate at the origin (1873) of the line of secular trend fitted to the data 
by the method of least squares. J For period 1866-78; origin at 1872. 



the latter part of the seventies; second, deviations from 
this trend, above or below, covering several years. In 
certain series (such as New York bank clearings, rates 
on call loans or on commercial paper, and bank re- 
serves) there was, in addition to the secular trend and 
cyclical deviations, a clearly discernible seasonal fluc- 
tuation. These three types of variation in the statistical 
data were measured and isolated by the statistical 
methods which are being applied by The Review of 
Economic Statistics to current data. 

If we consider merely the fundamental variation or, 
in technical language, the secular trend of prices, phys- 
ical production, interest rates, and the like in the 
United States for the period from the close of the Civil 
War to the resumption of specie payments in 1879, we 



find that there was a well-marked movement, 
movement may be described as foUows: 



This 



Wholesale prices in greenbacks of commodities 
declined steadily, the decline averaging over 4 per 
cent per anmmi. Retail prices also fell, but not so 
violently. The greenback price of gold fell, but 
not to the same degree as the prices of commodi- 
ties. 

The production of farms, mines, and factories 
increased as steadily and as rapidly as greenback 
prices of commodities declined. 

Wages of workmen in manufacturing plants in- 
creased from 1866 to 1872 (when both wholesale 
and retail prices were falling) but decreased from 
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1873 to 1880. At the last-named date, wages were 
some 40 per cent above the pre-war level, com- 
pared with less than 30 per cent for retail prices 
and about 10 per cent for wholesale prices. 

Average prices in greenbacks of ten representa- 
tive railroad stocks fell about li per cent per 
annum, but the fall was interrupted by short-time 
upward movements. 

The yield of United States government sixes of 
i8§i declined, on the average, nearly one-twen- 
tieth each year so that at the end of the period the 
return was in the neighborhood of 2 per cent. The 
continuous decline is undoubtedly to be attributed 
in large measure to the fact that government 
bonds were being accumulated very rapidly by 
national banks as a basis for their note circula- 
tion. National bank notes outstanding increased 
steadily from 249 million dollars in January 1866 
to 355 millions in March 1875. In 1880 United 
States bonds deposited for circulation amounted 
to one-fifth of the total outstanding. 

Rates on prime commercial paper declined 
steadily from about 8 per cent in 1866 to 5 per 
cent in 1880; the average decline was about one- 
fifth of one per cent per annvim. 

Reserves of aU national banks decreased 
steadily, while loans and discounts increased so 
that the ratio of reserves to deposits declined from 
about 35 per cent in 1866 to about 20 per cent at 
the end of the period. 

The movement of commodity prices in the United 
States diuring and following the Civil War was dis- 
tinctly different from the movement of prices in Eng- 
land and Germany. Prices in the last-named countries 
(England being on a gold standard; and Germany on a 
silver standard untU 1871, when gold was adopted) rose 
sUghtly dming the Civil War and then gradually de- 
cUned xmtil 1870, when the pre-war level was reached. 
Between 1870 and 1873 there occurred a rise of prices in 
England and Germany, due doubtless to the Franco- 
Prussian War, considerably greater than that which had 
taken place in those countries during our Civil War. 
Prices of commodities in England and Germany were 
only slightly disturbed by the Civil War and, conse- 
quently there was no doAsmward sweep of prices in these 
countries after the war, as there was in the United 
States. Moreover, the downward sweep of currency 
prices in this country was accompanied by a more 
rapid decline in the currency price of gold so that, from 
1865 to 1875, inclusive, estimated gold prices of com- 
modities in the United States were at a distinctly higher 
level than the prices of similar commodities in England 
and Germany. 

Prices of Commodities and Gold 

Greenback prices of commodities in the United States 
began to rise in 1862 and continued to rise, except for a 
halt in the second half of 1863, xmtU the maxknvim was 



reached in the first quarter of 1865. A sharp decline 
began three or four months before hostilities ended, fol- 
lowed in turn by a brief recovery and a persistent steady 
decline from 1866 to the resumption of specie payments 
m 1879 (Chart A). 

The fluctuations in the greenback price of gold during 
the period 1862-78 were, on the whole, similar to the 
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Chart A. — Prices of Commodities and op Goid in the United 
States, Quarterly, 1860-80. 

(A) Mitchell's index numbers of wholesale commodity prices, arithmetic 

means. 
(H) High and (L) low greenback prices of gold. 

{For commodities, prices in i860 = 100; for gold, par = 100) 

fluctuations in commodity prices. Certain differences, 
however, are evident: first, the maximimi price of gold 
($285) was reached in July 1864, six months previous to 
the maximum in commodity prices; second, the varia- 
tions in the price of gold were greater than those in the 
average prices of commodities. 

Chart B gives a comparison of ciurrency prices in the 
United States with specie prices in England and Ger- 




Chart B. — Index Numbers ob Prices in the United States, 
England, and Germany, by Years, 1860-80. 

(A) Wholesale prices of commodities in the United States, arithmetic 
means (Mitchell). 

(B) Greenback prices of gold in the United States (Mitchell). 

(C) Wholesale prices of commodities in England (Sauerbeck). 

(D) Wholesale prices of commodities in Germany (Soetbeer). 

{For commodities, prices in i860 = 100; for gold, par = 100) 
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many. It is obvious from the chart that the price revo- 
lution of 1861-64 was limited to the United States. 

An estimate of gold prices of commodities in the 
United States was made by dividing Mitchell's indices 
of greenback prices of 92 commodities (arithmetic aver- 
ages) by the indices of greenback prices of gold. The 
resiilts thus obtained, together with Sauerbeck's and 
Soetbeer's indices for England and Germany, respec- 
tively, are presented graphically in Chart C.^^ The in- 




' laeo 1665 1870 16T5 1680 

Chart C. — Estimated Gold Prices of Commodities in the 
United States Compared with Prices in England and 
Germany, by Years, 1860-80. 

(A) Mitchell's greenback prices of commodities (arithmetic means) 
divided by greenback prices of gold. 

(C) Sauerbeck's index numbers for England. 

(D) Soetbeer's index numbers for Germany. 

(Base, i860) 

dices in Chart C for the United States, England, and 
Germany are for different groups of commodities. 
Mitchell has compiled indices based upon lists of identi- 
cal commodities for the United States and England, and 
for the United States and Germany (Charts D and E).^" 
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Chart D. — Estimated Gold Prices of 27 Commodities in the 
United States Compared with Prices of Similar Com- 
modities IN England, by Years, 1860-80. 

{Base, i860) 

Commodity prices in the United States have, in each 
case, been reduced to a gold basis. According to these 

2' See Mitchell's Gold, Prices, and Wages Under the Greenback Standard, 
p. 28, for the Sauerbeck and Soetbeer series, and p. 59 for Mitchell's quarterly 
indices for the United States, of which arithmetic averages were taken to 
secure the annual indices. These annual indices were divided by the aver- 
age price of gold in greenbacks as given on p. 4 of the work cited. 

s" Ibid., p. 31 for the indices of prices (arithmetic means) in England and 
the United States of identical lists of 27 commodities; p. 32 for the indices of 
prices (arithmetic means) in Germany and the United States of identical 
lists of 46 commodities; and p. 4 for the average price of gold. 

* For greenback prices of gold in the United States, the straight line was 
fitted to the data for the period 1866-78; for the other series, to data for the 
period 1866-80. 



charts (C, D, and E), gold prices in the United States 
were considerably above European prices from 1865 to 
1875 inclusive. The higher price level in the United 
States would naturally be accompanied by an excess of 
gold exports over imports and an excess of merchandise 
imports over exports. Examination of the figures for 
the period shows that there was a considerable excess of 




Chart E. — Estimated Gold Prices of 46 Commodities m the 
United States Compared with Prices of Similar Com- 
modities IN Germany, by Years, 1860-80. 

{Base, i860) 

imports of gold every year until the end of the fiscal 
year 1876, and also a considerable excess of imports of 
merchandise until the year of the panic, 1873. 

Examination of Charts C, D, and E reveals a dissimi- 
larity in the price movements of the United States, 
England, and Germany preceding and following the 
panic of 1873. The period preceding the panic, which 
was that of the Franco-Prussian War, was marked in 
England and Germany by a violent rise of prices cul- 
minating in 1873; the same period in the United States 
was marked by comparative stability of both greenback 
and gold prices. In England and Germany prices fell oflf 
rapidly in 1874, whereas in the United States a violent 
drop did not occur until 1875. From a study of the 
index numbers of commodity prices for the United 
States one would get no evidence that a seVere economic 
crisis occurred in 1873. From 1866 to 1871 greenback 
prices fell rapidly (Chart A); from 1871 to 1874 the fall 
was arrested; from 1874 to 1879 th^ rapid decline of 
prices of the earlier post-war period was continued. 
Perhaps the victory of the anti-inflationists in pressing 
the bill for the resumption of specie payments, passed 
on January 14, 1875, was not without effect upon com- 
modity prices of the ensuing year. 

The cyclical fluctuations of prices in England and 
Germany during the period 1866-80 were similar, both 




Chart F. — Percentage Deviations from Straight Lines Fitted 
TO Data* for Index Numbers of Prices in the United States, 
England, and Germany, by Years, 1866-80. ■ 

(A) Wholesale prices of commodities in the United States, arithmetic 
means (Mitchell). 

(B) Greenback prices of gold in the United States (Mitchell). 

(C) Wholesale prices of commodities in England (Sauerbeck). 

(D) Wholesale prices of commodities in Germany (Soetbeer). 
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reaching maxima in 1873 (Chart F). The cydical fluc- 
tuations in the United States, on the other hand, were 
distinctly different from those in England and Germany 
until 1875. In the United States there was no rise of 
the index nimiber of prices preceding the panic of 1873; 
the fall that had been in progress up to 187 1 was merely 
checked, and a rapid decline did not begin again until 
187s (Chart A). 

The cycHcal fluctuations of commodity prices in the 
United States (Chart 2c, p. 28) appear to have no sig- 
nificant correlation with the fluctuations of other series 
which we have collected for this country. 

Wages 

Although greenback prices of 92 commodities at 
wholesale and 36 commodities at retail (including food, 
fuel, textiles, and house rent) both reached maxima in 
1865, wages did not reach their turning point until 1872 
(Chart G).^^ Retail prices lagged behind wholesale prices 
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Chart G. — Comparison of Wholesale Prices, Retail Prices, 
AND Wages in ah Industries in the United States, 
1860-80. 

(A) Weighted arithmetic means of wages in all industries (January 
and July). 

(B) Arithmetic means of the wholesale prices of 92 commodities 
(quarterly). 

(C) Average retail prices of necessaries weighted according to relative 
importance in wage-earners' budgets (annually). 

{fiase, i860) 

on the rise and also on the fall, and wages lagged behind 
retail prices. Wages showed clearly the effect of the 
panic of 1873 by their steady decline, 1873-79. 

Considering classes of employees (Chart H) the rela- 
tive wages of unskilled workers rose first and also more 
violently than the wages of other classes; they likewise 
fell more violently after the panic of 1873. The relative 
rise of the four classes, unskilled workers, helpers of 
craftsmen, skilled craftsmen, foremen and overseers, was 

'1 See Professor W. C. Mitchell's Gold, Prices, and Wages Under the Green- 
hack Standard, p. 170, for his weighted indices of wages (January and 
July) of upwards of 5,000 workers in all industries in the East and Middle 
West (p. 93). The indices of wholesale prices are the quarterly arithmetic 
averages given on p. 59. The indices of retail prices are annual averages of 
"necessaries" (p. 84) weighted in accordance to the average expenditures of 
2,567 families and constituting 56 per cent of total family expenditures. The 
indices for retail prices in the territory covered can be found on p. 91. 

'^ Ihid., pp. 146-152. The figures plotted are the median relative wages 
in January and July of between 1,000 and 2,500 imskiUed workers, about 500 
helpers of craftsmen, about 2,000 skilled craftsmen, and about 70 foremen 
and overseers. 
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Chart H. — Comparison of Changes in Wages of Unskilled 
Workers, Helpers of Craftsmen, Skilled Craftsmen, and 
Foremen and Overseers, by Years, 1860-80. 

{Base, i860) 

in the order just given, the least rise being for the last- 
named class.^^ 

Physical Production 

The period following the Civil War was distinguished 
by an increasing volume of railroad construction, the 
maximum being reached in 1871. After the panic of 
1873 new construction was relatively small until 1879 
when a second period of active construction began 
(Chart I). 

The physical output of farms, mines, and factories 
doubled between 1866 and 1880 as shown by the 
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Chart I. — New Railroad Mileage Constructed in the United 
States, by Years, 1860-80. 

{Unit: one mile) 

weighted index numbers based on quantities. (Chart 
lA, p. 25.) There were only three years during the 
period (1871, 1874, and 1876) when the output failed to 
reach new record figures. The population was, of 
course, also increasing rapidly — from about 35 milUons 
in 1866 to 50 millions in 1880. Even making allowance 
for the increase in population (by dividing the index 
numbers of production by index numbers of population) 
physical production increased 50 per cent in the fifteen 
years following the Civil War (Chart J). The steady 
increase in the composite indices of production was 
mainly the result of the relatively great importance of 
agriculture, but the output of mines and factories also 
grew rapidly, although not as steadily, during this 
period. 

Prices of Securities 

United States government sixes of 1881, the only 
government bonds having a fiixed maturity and there- 
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fore the only ones for which yield can be computed for 
the period we are considering, declined steadily in yield 
from 1866 to 1876 (Chart 3A, p. 30). After 1865 the 
bonds sold at a premiimi; after 1872 on but few occa- 
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Chart J. — Index Numbers or Per Capita Production in the 
United States, by Years, 1864-80. 

(P) Composite, (A) Agriculture, (B) Manufacture, (C) Mining. 

{Base, average for 1866-80) 

sions did they yield over 4 per cent; in 1875, in 1876, 
and again in 1880, they sold on a basis to yield less than 
2 per cent. During this period of low 5delds on govern- 
ment bonds many new railroad loans were being placed 
at 8 per cent and upward. 

The cyclical fluctuations of the yield of government 
bonds (Chart 3c, p. 30) are not highly correlated, either 
positively or negatively, with any other series for which 
data were collected. 

The index numbers of prices of ten railroad common 
stocks showed, on the whole, a declining tendency dur- 
ing 1866-80 (Chart 4A, p. 32). From 1868 to 1872 price 
fluctuations were between comparatively narrow limits; 
from 1873 to 1877 the trend was downward; from 1877 
to 1880 there was a sustained increase in prices. It is 
probable that an index based on preferred stocks would 
show practically the same fluctuations (Chart P, p. 37). 

The cyclical fluctuations of the index numbers of 
prices of ten railroad stocks (Chart 4c, p. 32) were 
highly correlated with aggregate clearings of New York 
City Clearing House banks (Chart 5c, p. 38) for con- 
current data: the coefficient of correlation for concur- 
rent items being -I-.83, compared with -h-.72 for three 
months lag of stock prices and +.74 for three months 
lag of clearings. The cyclical fluctuations of loans of 
New York banks (Chart loc, p. 48) tended to move with 
those of stock prices, but the highest correlation occurs 
with a lag in loans of nine months or a year; the coeffi- 
cients for concurrent items, and for a lag of three, six, 
nine, and twelve months are, respectively, +.70, +.72, 
+ .72, -f.74, and -[-.74. 

Aggregate clearings of New York City Clearing House 
banks (Chart 5A, p. 38) showed a similar trend and also 
similar cyclical fluctuations to those of the prices of rail- 
road stocks, 1866-80. For this period, as at present. 
New York clearings are an index of speculation. Like- 
wise loans of New York City Clearing House banks 



fluctuated with stock prices and clearings (Chart lOA, 
p. 48). 

New York clearings for 1866-80 reveal activity in the 
spring, dullness in the summer, recovery in September, 
and maximum activity in October (Chart 5s, p. 38). 

Interest Rates 

The trends of call rates, the yield of government 
bonds, and rates on prime commercial paper in New 
York and Boston were all downward during the period 
1866-80. Call rates declined from about 6 per cent to 
2j per cent, yields on government bonds from about 5 
per cent to 2J per cent, and rates on commercial paper 
in New York and Boston from 8 or 8j per cent to 4 or 5 
per cent (Charts 3 A, 6a, 7A, and 8a). 

The rate of interest on call loans at the New York 
Stock Exchange (Chart 6a) shows the disturbed condi- 
tion of the speculative market in 1867, 1868, and 1869, 
culminating in the gold comer and panic of Black 
Friday, September 24, 1869. The money market was 
also very much disturbed in the years 1872-73, a period 
which ended with the severe money panic and industrial 
crisis of September 1873. During the period 1874-78 
the call loan market was relatively quiet, and the Adolent 
fluctuations of previous years were not matched until 
1879-80, when there was a business boom and great 
speculative activity. In these years the "tight money 
cliques" of the sixties were said by writers of the time 
to have renewed their activity. A marked seasonal 
variation in call rates is evident, reaching maximum in 
December and minimum in August (Chart 6s, p. 40). 

The rates of interest on prime commercial paper in 
the New York and in the Boston markets agree pretty 
consistently in their cyclical fluctuations (Charts 7c and 
8c) as well as in their general trend. Both series show 
the period of increasing rates culminating in 1869, com- 
paratively easy money in 1870-71, followed by a stiffen- 
ing tendency in 1872-73 and a second culminating point 
in 1873. After the panic, rates dropped and continued 
low until the end of the period covered in this study. In 
the years 1874-78 current financial magazines reported 
that there was an "unexampled plethora of loan capi- 
tal" and that bankers were "deserting the business as 
unprofitable." 

Rates on commercial paper as well as call rates fluc- 
tuated with the seasons, reaching minima in July and 
maxima in November and December (Chart 7s, p. 42). 

The rates of interest on prime commercial paper in 
the New York and Boston markets (Charts 7c and 8c) 
are highly correlated for concurrent dates, the coefficient 
of correlation for the two series being +.78, compared 
with -I-.56 for three months lag of rates in the Boston 
market and -{-.64 for three months lag of New York 
rates. New York rates on commercial paper are 
moderately correlated with New York call rates of the 
same date, the coefiicients of correlation for concurrent 
items being -}-. 54, compared with -I-.47 for three months 
lag of rates on commercial paper and -I-.32 for three 
months lag of call rates. High call rates are associated 
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with high bank clearings in New York, the coefficient of 
correlation for concurrent items being +.58, compared 
with +.53 and +-47 for three months lag of call rates 
and of clearings, respectively. 

Banking 

The ratio of reserves to deposits of New York City- 
Clearing House banks declined steadily from 40 per 
cent in 1866 to 26 per cent in 1880 (Chart 9A, p. 46). 
The decline in the ratio indicates that a gradual change 
was taking place in banking methods and that New 
York bankers were gradually coming to look upon the 
legal ratio of 25 per cent as the normal rate. After 1880 
the steady decline was checked. The severity of the 
panic of 1873 is attested by the precipitate decline of 
the ratio from 35 per cent to 12 per cent, followed by a 
recovery to nearly 40 per cent. 

There is a marked seasonal variation in the ratio of 
reserves to deposits (Chart gs, p. 46), the fluctuation 
being opposite to that of the rate on commercial paper. 
Low reserve ratios occur in April and October, with the 
maximxmi of the year in July. 

The loans of New York City Clearing House banks 
increased during this period of decreasing commodity 
and security prices, decreasing reserves, and increasing 
physical production (Chart ioa). The cyclical fluctua- 
tions of loans and of rates on commercial paper (Charts 
7c and loc) are inversely correlated, but the degree of 
correlation is by no means as high as it is for the period 
1903-14. Reserves of all national banks declined stead- 
ily from 1866 to 1879 (Chart 11 a, p. 50). Beginning 
with 1879 the amount of specie in reserves increased 
rapidly. Reserves were usually highest at the third 
call of the year, June or July, and lowest at the fourth 
call, September or October (Chart iis, p. 50). 

The change in banking methods during the period 
following the Civil War is indicated by the data for all 
national banks as well as by those for the banks of New 



York City. Loans and discounts more than doubled in 
the interval, as did also individual deposits (Chart 12A, 
p. 52). Meanwhile reserves declined so that a ratio of 
about 35 per cent at the beginning was replaced by 
about 20 per cent at the end. The period of active 
buskiess ending with the panic of 1873 was a period of 
increasing loans; the period of depression from 1874 to 
1878 was a period of decreasing loans (Chart 12c, p. 52). 

Cyclical fluctuations of the ratio of reserves to de- 
posits of New York banks (Chart 9c, p. 46) tend to be 
inverse to fluctuations of rates on commercial paper in 
New York (Chart 7c, p. 42), the coefficients being — .53, 
— .56, and — .53 for concurrent items, three months lag, 
and six months lag, respectively, of short time rates. 

High loans of New York banks tend to be followed by 
low reserve ratios, the coefficients being —.40, —.54, 
and —.44, respectively, for concurrent items, a lag of 
three months in the reserve ratio, and a lag of six months 
in the reserve ratio. 

Simimarizing, we conclude that the following se- 
quence of cyclical fluctuations tended to persist in the 
New York market during the period 1866-80; high 
stock prices were accompanied by high bank clearings 
and high call rates in New York. Bank rates for loans 
rose simultaneously with stock prices and remained 
high for a year or so as a rule. About three months after 
loans reached maximum the ratio of reserves to de- 
posits reached minimum. During the period that clear- 
ings were at a high voliraie, rates on commercial paper 
also were high. 

The gold price of bankers' short-time bills. New York 
on London (Chart i3A,p. 54), shows little except that the 
United States was, on the whole, an exporter of gold 
during the period 1866-80. It will be noticed that in 
the autumn of each year the rate drops, the result of the 
offering of cotton and grain bills. The gold export point 
appears to have declined during the period from about 
$4.92 to $4.90. 



A Summary of Business and Financial Conditions in the United States and Europe, 1867-80, 

BY Years 

This summary is based upon analyses published in periodicals and reports of the time such as Hunt's Merchants' Magazine, 
Commercial and Financial Chronicle, Fortnightly Review, Financial Review, Bankers' Magazine, Reports of the Comptroller of 
the Currency, and Reports of the Special Commissioner of the Revenue (D. A. Wells). The summary is presented as a supplement 
to the statistical data given in the Appendix. In case doubt arises as to the characterization of any year according to the 
following summary and that deduced from the statistical data, reliance should be put upon the latter rather than the former. 

THE UNITED STATES 



Speculation 



Business 



Banking 



Cdekency, Gold, Exchange, and 
Foreign Trade 



1867 Business on the N. Y. Exchange 
comparatively dull, transactions 
being mostly for brokers' account. 
Express shares admitted. N. Y. 
Central strong from Vanderbilt 
buying. 

1868 Trading in hands of manipulators. 
Erie and N. Y. Central contest. 
Erie corners by Vanderbilt against 
Drew and Fiske, and later by Fiske 
against Drew. St. Paul and North- 
western comers. 



Depression. Falling prices 
and timid buying. Trade 
with South hindered by 
epidemic. Uncertainty as 
to action on currency and 
reconstruction. 

Trade very conservative and 
somewhat depressed. Farm- 
ers prosperous. Trade with 
South on the increase. 



Disturbed money market 
due to speculation, regular 
bank calls, and uncertainty 
as to the action of Congress. 



Money market disturbed 
early in year by session of 
Congress and in autumn by 
speculative combinations. 



Contraction of the greenback 
currency. Large iinports of 
dry goods and exports of 
securities. 



Contraction abandoned. Rise 
in gold due to long time 
effects of earlier borrowing. 
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THE UNITED STATES — Continued 



SPECraATLON 



Business 



Banking 



CuERENcx, Gold, Exchange, and 
Foreign Trade 



1869 Decrease in the volume of specula- 
tion. Paciiic roads opened for busi- 
ness in May. Fort Wayne line 
leased to P. R. R. N. Y. Central 
and Hudson River roads combined. 
Severe panic in Sept. 

1870 Stock market generally quiet, with 
reduced volume of sales. Little 
affected by war in Europe. 



1871 



1872 



1873 



1874 



Buoyancy in early months caused 
by easy money and prospect of in- 
flation. Express stocks rose largely. 
Corner in Rock Island in June. 
Severe depression in autumn caused 
by Chicago fire. 

Foreign market for raEroad bonds 
showed signs of glut. Heavy 
speculation in N. Y. Erie " revo- 
lution" in March with overthrow 
of old board and resignation of 
Gould. Heavy dealings in Pacific 
Mail. Erie cornered in Sept. 
Boston fire caused depression in 
Nov. 

Railroad loans fail in Europe in 
May. Suspension of important 
lines and of bankers supporting 
them in Sept. N.Y. Stock Exchange 
closed Sept. 20 to 30 under panic 
conditions. 



Transactions on smaller scale and 
market less influenced by specula- 
tive manoeuvers. Granger laws 
depressed railroad securities, and 
earnings declined. 



1875 



1876 



1877 



Extreme depression in many specu- 
lative issues. Railroad earnings 
diminished by commercial inac- 
tivity and by rate war in trimk 
line territory. Erie and Wabash 
receiverships. Pacific roads pros- 
perous. 

A year of great depression in stock 
values. Trimk line war more 
severe. Anthracite coal combina- 
tion dissolved. 



Unequaled depression in first half, 
followed by higher level as result of 
large crops and increased railroad 
earnings, settlement of rate war 
and telegraph consolidation. Van- 
derbilt died in Jan. Central of N. J. 
in receivership. 



Heavy railroad building be- 
gun. Grain prices reduced 
and profits in agriculture, 
manufactures, and trade un- 
satisfactory except in South. 



Unsatisfactory year. Debates, 
on funding and tariil caused 
uneasiness. Extensive 
strikes against reduction in 
wages. European war de- 
pressed cotton prices. 



New railroad mileage reached 
a maximum for the period. 
Great decline in the cotton 
crop. 



Railroad building slackened, 
new mileage falling below 
total for 1870. Iron trade 
still very prosperous. 



Suspension of manufacturing 
firms through lack of bank- 
ing accommodation, Oct. to 
Dec. Crisis. Domestic ex- 
change hampered. Unem- 
ployment. 



Depression. Public improve- 
ments and railroad building 
checked. Rigid economy 
and liquidation. Decline of 
prices of wheat, cotton, and 
iron. 



Depression. Number of fail- 
ures in the United States 
increased. Strict economy 
in expenditure. Decline in 
wages. Capital very timid. 
Mercantile profits smaE. 



Depression. Failures large in 
number and amount. Ad- 
vance in some prices during 
the summer, but contested 
election disrupted business. 
Exposition gave some 
stimulus to jobbing trade. 

Depression. Profits "noto- 
riously meagre." Some 
prosperity on farms of 
Northwest and in mining 
regions of Pacific Coast. 
Hayes inaugurated in 
March. European war in 
April. Great railroad 
strikes. Large harvests. 



Stringency in money market. 
Heavy bank failures in the 
panic of Black Friday, 
Sept. 24. 



Money market easy for the 
most part, but outbreak of 
European war disturbed 
market in summer. Rapid 
increase of banking institu- 
tions. Many new railroad 
loans at 8 or 10 per cent. 

Capital abundant for first 
class collateral. High rates 
paid for railroad loans. 
Heavy increase in loans and 
deposits. Reserves below 
legal limit in Oct. 

Increasing stringency in 
money market and defi- 
ciency in New York re- 
serves. Rates eased in May 
but great stringency de- 
veloped in the autumn. 
Speculation, railroad loans, 
heavy drain of currency to 
West. 

Stringency in spring and panic 
in Sept. Suspension of 
banks and widespread use 
of clearing-house loan cer- 
tificates. 



Loanable funds abundant. No 
stringency even in the 
autumn. 



Unexampled plethora of loan 
capital. Rates for money 
very moderate in New 
York and throughout the 
country. Capital of na- 
tional banks reached maxi- 
mum for the period. 

Bankers deserting the busi- 
ness as unprofitable. Re- 
duction in rate of interest 
on deposits. 



Continued plethora of loan- 
able funds. Banks forced to 
invest in real estate securi- 
ties. United States 4 per 
cent refunding loan. Money 
market tightened in autumn 
with outflow of funds to 
move the large crops. 



Very heavy imports paid for 
by United States govern- 
ment bonds. Gold cor- 
nered and price raised to 
i62j, Sept. 24. 



Gold began to fluctuate about 
a new low level due to im- 
proved government credit 
and increased borrowing 
abroad. 



Condition of foreign trade con- 
sidered highly unfavorable 
because of excessive com- 
modity imports and large ex- 
ports of gold. United States 
loan negotiated in Europe. 

Gold steady. Continuation of 
large specie and security ex- 
ports. Import of dry goods 
excessive. 



Greenback circulation in- 
creased from $356,000,000 
to $382,000,000 through 
purchase of bonds. Coinage 
of silver dollars ceased. Gold 
reached new low level after 
panic. Large use of finance 
biUs. Exchange blocked. 

Grant's veto of the inflation 
bill formed a turning point 
in the agitation for in- 
creased currency. Gold 
market steady and volume 
of transactions small. Trade 
balanced reversed. United 
States showing excess of 
merchandise exports. 

Passage of resumption act and 
repudiation of inflation at 
faE elections. High prices 
of gold brought about by 
speculators. Return of bonds 
held abroad. 



Greenback party formed. Gold 
price raised by European 
war news. Further return 
of bonds from Europe. 



Silver agitation. Steady de- 
cline in gold. Exchange de- 
pressed after July by heavy 
export of domestic grain and 
other products. Domestic 
bonds sent back from 
Europe. Sherman planned 
resumption. 
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THE UNITED ST ATY^ — Continued 



IS 



Specdlation 



Business 



Banking 



CuEEENCT, Gold, Exchange, and 
Foreign Trade 



1878 



1879 



1880 



Improvement after the early months 
of the year. Railroad earnings in- 
creased by large crops and higher 
rates. West -bound freights in trunk 
line territory pooled. 



Stocks very active in Jan., April, 
and May and reached even higher 
levels after July. Intense activity 
on a rising market in Oct. and early 
Nov. Gould commenced railroad 
operations in Southwest. 



Great increase in volume of stock 
sales. Market very strong except 
for severe depression in May and 
June. Important railroad consoli- 
dations in all parts of the country. 
Large stock dividends. Reading 
receivership. 



Continued depression and fall- 
ing prices. Business dis- 
turbed by debates on re- 
sumption and silver. Large 
land sales due to depression 
in business and profits of 
farming. Crops heavy. 



Great boom commenced in 
July with prospect of 
bumper crops in the United 
States and deficient har- 
vests in Europe. Great im- 
petus to prices. Negotia- 
tion of $S40,cx30,ooo United 
States 4 % bonds. 

Prosperity only temporarily 
checked by decline of prices 
during summer. Increase 
in new mileage of railroads. 
Corners in important com- 
modities. Renewed confi- 
dence followed the election 
of Garfield. 



Dull and uneventful year. 
Capital and surplus of na- 
tional and state banks in 
New York City reduced 
from $125,000,000 to $100,- 
000,000 in ten years ending 
with 1878. Funds abun- 
dant and rates low through- 
out the year. 

Ease in money market early 
in year. Legal rate in New 
York reduced from 7 per 
cent to 6 per cent. Predic- 
tions of permanent lower 
level. Activity in autumn 
with drain of currency to 
interior. 

Higher rates of interest, in- 
creased volume of call loans, 
depletion of reserves, re- 
newed activity of "tight 
money cliques." 



Gold reached par on Dec. 17. 
Withdrawal of greenbacks 
stopped. Bland-Allison sil- 
ver coinage act passed. 
Heavy excess of exports. 
Exchange supported by large 
movement in United States 
bonds returned from abroad. 



Resumption, Jan. i. Import 
of gold recommended in July 
after Europe ceased sending 
bonds. Very heavy exports 
of agricultural products in 
the autumn. 



Heavy imports of specie and 
export of securities. Volume 
of commodities exchanged 
reached new high level. 



EUROPE 



England 



France 



Germanv 



1867 A year of "protracted relapse" with falling 
prices and wages, retrenchment and lack of 
confidence. Aftermath of the Overend- 
Gurney panic. 

1868 Depression in the money market and in 
trade especially cotton manufacture, which 
stiE felt the effects of the cotton famine. 
Some general improvement over 1867. 



1869 



1870 



1871 



1872 



Decided progress in the revival of trade. 
Genuine activity in some lines at close of 

year. 

Improvement in revenue returns, bank 
clearings, bank dividends, and railroad 
traffic. Recovery hindered by war on Con- 
tinent, which caused panic and great losses 
in foreign investments. 

Boom in EngUsh railway stocks. Many new 
companies brought forward. Industry 
stimulated by cheapness of grain and re- 
newed development. 



Settlement of Alabama claims. Rise of 
prices and wages. Defective harvest. 
Cattle plague. Excessive rain fall. 



1873 Serious reaction in trade with falling 
prices in last quarter. 

1874 Large harvest, but industry much de- 
pressed. Falling prices and wages; strikes 
and lockouts. 



Final suspension of Credit Mobilier, apprehen- 
sion of war, and movement of Garibaldi on 
Rome caused panic on Bourse in October. 
Burden of armament severe. 

Full crops. More friendly relations with Prus- 
sia. Railroad values satisfactory. Empire 
imposing heavy fiscal burdens. 



ParUamentary government established. Panic 
on Bourse in September by reason of illness 
of Emperor. 

Outbreak of war with Prussia in July. Bank 
of France suspended specie payments on 
August 12. 



Peace treaty signed March i, followed by dis- 
orders, of the Commune. Government loan 
oversubscribed. Mercantile debts to for- 
eigners promptly paid. Financial influence 
of Paris largely shifted to London, due to 
high gold premium. 

Solid material progress. Harvest large and 
vintage good. Thrift supported new taxes, 
and indemnity loan was successfully floated. 
Rapid recovery from war. 



Completion of indemnity pa5rments. 
ing burdens of the armed peace. 



Increas- 



Gold reserves of Bank of France greatly in- 
creased. Cotton manufacture prosperous. 
Taxes and military service onerous. Large 
increase in value of railroad shares. Harvest 
and vintage satisfactory. 



Grain crops alarmingly deficient. Des- 
titution in East Prussia. Burden of 
armament oppressive. 



Cattle murrain prevalent. 



Crops below the average. 



Large increase in discount rates of Bank 
of Prussia following the outbreak of 



Influx of capital from French indemnity 
gave great impetus to speculation, 
and vast numbers of new companies 
were floated. 



Great material progress and industrial 
expansion, the effects of the indem- 
nity and the new national spirit. 



Panic in Berlin and Vienna in May and 
again in November. 

Gold impounded in preparation for 
change in monetary standard. Cot- 
ton manufacture only moderately 
prosperous. 
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EUROPE — Continued 



England 



France 



Germany 



1875 More pronounced depression. Dispute and 
unemployment in leading trades. Weather 
bad and harvest unsatisfactory. 



1876 Harvest unsatisfactory, 
hmited. 



Trade dull and 



1877 Still deeper depression. Famine in India. 
War between Turkey and Russia and un- 
certainty in European politics. Bad harvest. 
Cattle plague. Iron industry especially de- 
pressed by increasing use of steel. Labor 
difficulties in large trades. 

1878 Trade worse than in 1877. Harvest large 
but prices low. Agricultural depression 
severe. Important failures in banking 
circles and in iron and coal trades. Treaty 
of Berlin in June. War in Afghanistan. 

1879 Depression in first three-quarters of year. 
Harvest bad. Great improvement in busi- 
ness in last quarter under stimulus of heavy 
American buying. 

1880 Recovery in business checked by fall of 
prices in summer. 



Harvest and vintage good. Thrift and re- 
covery in evidence. Depression felt less in 
France than elsewhere. 



Marked and widespread dullness, though less 
severe than elsewhere. 

The first year of real distress. Rate of Bank 
of France lowered to 2 per cent. PoUtical 
conflict between Marshal MacMahon and 
the Constitutional party. 



Stable pohtical conditions. Successful exposi- 
tion. Complaint of deficient harvests and 
phylloxera. 



Distress in agricultural wine growing and silk 
growing industries. 



Prosperity in spite of bad agricultural condi- 
tions. 



Gold standard attained. Continued 
severe depression. Government 
works undertaken in Prussia to relieve 
unemplo5Tnent. 

Depression deeper than in England. 



Continuance of depression. FaOure of 
banks. Distress in the iron industry. 
Fiscal difficulties. 



Fiscal difficulties and revival of pro- 
tection. Pressure of taxation for 
armament. Contest between gov- 
ernment and SociaUsts. 



Country committed to still heavier 
military program and to protection 
in order to support it. 



Policy of workmen's insurance dis- 
cussed by official council of econo- 
mists. 



3. A Summary of Business and Financial Con- 
ditions IN THE United States, 1866-80, 
BY Characteristic Periods 

1865-66. Active business in the United States with 
full employment of labor and increase of wages. The 
Overend-Gurney panic which occurred in England in 
May 1866 had little or no effect on business in the 
United States. Money rates in this coxmtry declined 
dtiring 1866 and were relatively easy from May to the 
end of the year. Commodity prices rose in the autumn 
of 1865 but declined in 1866. 

1867-72. A period of declining commodity prices, 
rising wages, and increasing physical production. Con- 
temporaneous comments on the business situation in 
periodicals describe business in these years as being 
"very conservative," "somewhat depressed," or "unsat- 
isfactory." Our indices of physical production show, 
however, that the mining output increased continuously 
during the period and the agricultural product of each 
year, except 1871, was greater than that of the year 
previous. New railroad construction likewise increased 
steadily, reaching maximirai in 1871 ; and the iron trade 
was unusually prosperous. There was active specula- 
tion in railroad securities, and prices of standard railroad 
stocks fluctuated on a high level from 1868 to 1872. 
Money rates were high and, in addition, there were re- 
current periods of extreme stringency ascribed by some 
financial writers of the time to the operations of "tight 
money cliques." Very stiff rates in the crop-moving 
season were an aimual occurrence. A corner in gold, 
extremely tight money, and a ntimber of bank failures 



were features of the financial panic of Black Friday, 
September 24, 1869. Industry was affected neither by 
the convulsion in Wall Street nor by the Franco-Prus- 
sian war of 1870. The years 1871-74 were distingviished 
by an arrest of the decline of commodity prices, which 
decline had been very rapid from 1866 to the middle of 
1871, and by the failure of the agricxiltural output to 
reach the high figure of 1870. 

1873. The third week in September was the date of a 
financial panic accompanied by an industrial crisis 
which "left the country's financial and commercial 
structure almost a ruin." ^^ During the preceding two 
years, 1871-72, the agricultural output had been below 
that of 1870; but new railroad construction had 
reached a high record in 1871, and the output of mines, 
and of the iron and steel industry culminated in 1873. 
"The most serious weakness was disclosed in connection 
with railroad building. . . . Before the crisis construc- 
tion had had to wait upon the slow sale of bonds or the 
venturesome advances of bankers, and after the crisis 
construction had to be discontinued altogether, leaving 
a large mileage connecting nothing in particular." ^ 
Few banks, however, "failed during the crisis or during 
the subsequent months and years of depression. And 
of the failures which did occur hardly any involved 
serious loss to creditors."^* The crisis, which came as a 
surprise to the business community, was preceded by the 
failures of the New York Warehouse and Security Com- 
pany, and the banking house of Kenyon, Cox and Co. 
These companies had financed or extended credit to the 



33 Noyes, Forty Years of American Finance, p. i8. 
^ Sprague, History 0/ Crises Under the National 



ing System, pp. i, 2. 
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Missouri, Kansas, and Texas and the Canada Southern 
railroads. Other failures followed, among them the sus- 
pension of the weU-known firm of Jay Cooke and Co., 
caused by large advances to the Northern Pacific Rail- 
road. The price of securities fell \dolently, the New 
York Stock Exchange closed on September 20 and re- 
mained closed for ten days, clearing house loan certifi- 
cates were issued throughout the country, the banks 
suspended or restricted currency payments, a premixmi 
on currency appeared, hoarding began, and loans were 
either impossible to obtain or obtainable at record- 
breaking rates. The number of commercial failures 
greatly increased in 1873 and the liabilities of insolvent 
concerns were nearly double those of the previous year. 
Curiously enough, although dullness in mercantile trade 
developed in the last months of the year there was no 
general downward revision of commodity prices. In 
fact Mitchell's index numbers of prices of 92 commodi- 
ties showed no recession imtil the middle of 1874 and 
then the decline was only 2 per cent. Comparison of the 
prices of individual commodities for January 1874 and 
July 1873 reveals the fact that advances in price were 
more nimierous than declines. Of the two leading 
export commodities, wheat and cotton, the former in- 
creased 5 per cent in price and the latter declined some 
23 per cent, while both our wheat and cotton crops 
were considerably larger in 1873 than in 1872. The 
reserves of New York banks were used effectively during 
the panic. In May, June, and July the ratio of reserves 
to deposits was never below 30 per cent; in October the 
range, according to the weekly reports, was between 12 
and 19 per cent; while in December the average ratio 
for the month went above 30 per cent. Specie and legal 
tender notes held by the New York Clearing House 
banks declined during the simimer and autiman from 
over 80 million dollars to less than 20 millions; deposits 
fell from 240 millions to 151 millions; and loans decUned 
from 293 to 248 millions.^^ It is obvious from these 
figures that the New York banks used their reserves 
courageously.^® 

1874-79. The year following the panic of 1873 was 
one of stable commodity prices, although there were re- 
cessions in wheat, cotton, coal, and iron. The ensuing 
five years constitute a period of rapidly declining general 
commodity prices. The years 1874-78 are character- 
ized by continuous business depression, abundant loan 
capital, low interest rates, a declining volimie of bank 
loans in New York and elsewhere, but a steadily increas- 
ing agricultural product except in the year 1876. The 
trend of average prices of railroad stocks was downward 
until June 1877, when the index nimiber was half that 
of February 1874; thereafter the ensuing recovery con- 
tinued rapidly for the remainder of the period under 
discussion. 

1879-80. Specie payments were resumed in 1879, a 
business boom commenced in July with the prospects of 
bimaper crops in the United States and deficient harvests 

'* statistics for the United States, i86j~igog (issued by the National 
Monetary Commission), p. 81. 



in Europe, commodity prices moved upward rapidly, 
railroad construction revived, speculation became more 
active, both reserves and loans of all national banks 
increased. This revival of activity was destined to con- 
tinue and culminate in the minor crisis of 1884. 

III. COMPARISON OF THE POST-CIVIL-WAR 
PERIOD WITH THE PRESENT 

One object of this study of business and financial 
conditions following the Civil War was to organize 
materials that might be of value in judging the present 
economic situation in the United States and in fore- 
casting economic tendencies in this country. 

In the preceding pages data are presented concerning 
the trend and sequence of fluctuations, during the period 
1866-80, of various statistical series, including commod- 
ity prices, security prices, interest rates, and the phys- 
ical production of industry. The period chosen for 
study is like the present in that it was the heir to eco- 
nomic problems growing out of inflated prices and of the 
shortage of capital, consumers' goods, and workmen 
which resulted from a great war. But there are impor- 
tant differences between the domestic industrial con- 
ditions after the Civil War and those today, between the 
position of the United States in the commercial world in 
1866-80 and that which it occupies at present, and be- 
tween the economic situation of Europe in the former 
period and that in which it now finds itself. The specific 
differences, which upon examination appear to be more 
striking than the similarities, are enumerated in the 
following section. 

I. Differences Between the Two Periods 

{a) Today the United States is on a gold basis and 
other large commercial countries are on a depreciated 
paper basis; whereas, following the Civil War the situa- 
tion was reversed. We do not, then, face today the 
necessity of returning from a paper to a gold basis, while 
European countries are confronted with the problems 
resulting from irredeemable paper currencies. 

(b) Today the prices of commodities in the large com- 
mercial cotintry least affected by the war (the United 
States), while two and one-half times the pre-war level, 
have risen far less than European prices; whereas, fol- 
lowing the Civil War the prices of commodities in lead- 
ing European countries (England and Germany) were 
only slightly above the pre-war level, while greenback 
prices in the United States were about double those in 
i860, and estimated gold prices in this country were 
between 20 and 30 per cent above the pre-war level. It 
is clear that there was no such disturbance of the rela- 
tion between gold and commodities by the Civil War as 
occurred recently. Today currency prices in the United 
Kingdom are about three times the pre-war level, 
in France about five times, in Italy more than six 
times that level. Even in Sweden and Japan prices are 

5' See "The Financial Crisis in America" by Horace White in the Fort- 
Renew, June, 1876, for a description of the panic of 1873. 
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now more than treble those of 1913. In Germany, 
Austria-Hungary, and Russia the depreciation of the 
currency has been so great that it is doubtful if the old 
parities wUl ever be restored. If England and France 
resimie specie pajrments it means that those countries 
wiU probably experience more drastic price revisions 
than are apt to occur in the United States. Following 
the Civil War it was the United States, not Europe, that 
was to experience a downward trend of prices. 

(c) Today the unexpldited area, aaid hence the pos- 
sibility of greatly increased agricultural production in 
the United States, is much less than it was in 1866; and 
it is improbable that the labor supply of the United 
States wilHncrease relatively in the years to come as 
rapidly as it did through immigration following the Civil 
War. During the Civil War the median prices of farm 
products rose higher and, after the conclusion of peace, 
they fell lower than did the prices of other commodities. 
After 1869, the movements of the prices of the two 
classes of commodities was much the same. During and 
following the Civil War there was a lagging adjustment 
of wages to prices; during and following the recent war 
the adjustment of wages to prices was prompt. After 
the panic of 1873 wages declined steadily although the 
resistance to downward revision was great. Today the 
prospect is that the resistance to a downward revision 
will be greater than it was in the former period, for two 
reasons, i.e., relatively smaller immigration and better 
organization of labor. 

(d) Today, as a result of private and government 
loans made during the war, the United States has be- 
come a creditor nation; and investors in this country 
are continuing to advance credit both to private com- 
panies and the governments of Europe. During this 
process of lending, merchandise exports have greatly 
exceeded imports. The new loans made by our private 
investors, however, are now less than were the combined 
loans of the United States government and private in- 
vestors during the war. Consequently, the excess of 
exports of merchandise is expected to decline from the 
high figiu-es of the fiscal years ending Jime 30, 1919 and 
1920. It has been predicted that the excess of exports 
will gradually disappear and that an excess of imports 
will probably occur in the late twenties.^' With respect 
to foreign trade the situation after the Civil War was in 
striking contrast with that now existing. Then, the 
United States was a debtor nation and was continuing 

" See "The Future of Our Foreign Trade" by F. A. Vanderlip and J. H. 
Williams in the April, 1920 Supplement to The Review of Economic 
Statistics, p. 28. 

See International Trade of the United States in the Greenback Period (a 
thesis on file in the Harvard University Library) by Frank D. Graham, for 
a discussion of the earlier period. The author divides the interval January 
1866 to January 1879 into two periods. Period A, extending to January 
1874, was one of large borrowing in Europe by the United States and in this 
period, the author contends, domestic commodity prices were considerably 
higher than the prices of imported and exported goods. Period B is one of 
cessation of borrowing and of repajnment of loans, with domestic prices low 
compared with export prices and high compared with import prices. 

^ Chart A is based mainly upon data given in A Comparison of Prices 
During the Civil War and Present War, a mimeograph report issued in Novem- 
ber 1918, by the Price Section of the Division of Planning and Statistics of 
the War Industries Board. 



to sell securities abroad for railroad construction and 
other purposes. Consequently, until 1874, imports of 
merchandise exceeded exports. 

The foreign trade situation of the United States today 
is, then, the reverse of that following the Civil War. 
Now our excess of exports is apt to decline gradually 
and, concurrently, the prices of export commodities will 
probably work upward, compared with the foreign level. 
This adjustment may be brought about by declines in 
foreign prices or by an actual increase in American 
prices of export conmnodities. Since European price 
levels of such commodities, after allowance is made for 
rates of exchange, are probably higher than our own, 
the former alternative seems the more probable. 

(e) Today the United States has a centralized bank- 
ing system with an elastic bank currency; whereas, fol- 
lowing the Civil War bank reserves were scattered and 
therefore less effective, and our currency was compara- 
tively rigid. The federal reserve system was designed, 
in part, to prevent dangerous expansion culminating in 
financial panic. The history of the system thus far 
gives reason for believing that the expectations of its 
founders will be fulfilled. We may reasonably hope, 
therefore, to escape such a cataclysm as occurred in 

2, Comparison of Selected Data 

Chart K presents a comparison of the quarterly 
average prices in the United States of 92 commodities 
during the Civil War (curve A) with the average prices 
of 92 similar or identical commodities during the Great 
War (curve b).^^ The duration of each war was about 




Chart K. — Prices in the United States During and Following 
THE Great War Compased with those During and Following 
the Civil War. 

(A) Mitchell's index numbers of wholesale commodity prices for the 
first month of each quarter, 1860-72 (medians of relative prices of 
92 commodities; base, i860). 

(G) Greenback prices of gold, monthly, 1862-72. 

(b) Mitchell's index numbers of wholesale commodity prices for the first 

month of each quarter, 1913-18 (medians of relative prices of 92 

commodities; base, i9i3). 

(B) United States Bureau of Labor Statistics' index numbers of whole- 
sale commodity prices for the first month of each quarter, 1913-20 
(base, 19 13). 

four years. Consequently the years 1861 to 1865 are 
matched, respectively, with the years 1914 to 1918. The 
quarterly index of prices available just before the close 
of the Civil War is that of April 1865 ; the only quarterly 
index, figured on the same basis, available before the 
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close of the Great War is for July 1918. Comparing 
these indices we find that at the close of the CivU War 
the average price of 92 commodities"^ had risen 90 
per cent above the pre-war level (curve A), compared 
with an 87 per cent rise in July 1918 relative to 1913 
(curve b). 

Indices of prices for the list of 92 commodities (curve 
b) are not available after July 191 8. Therefore, to en- 
able comparisons to be made of the post-Civil -War 
period with the second half of 191 8 and later years 
another index of prices, that of the Bureau of Labor 
Statistics, based on more than 300 conunodities, has 
been added to Chart K (curve B). Although the rise of 
prices in 1914-18 was similar to that in 1861-65, ^"^d 
the slump and recovery in the summer of 1865 are 
matched by similar movements in the winter of 1918- 
19, the movement since the spring of 1919 has been quite 
different from that in 1866-67. Instead of a decline 
from the high point reached in the war, such as occurred 
in 1866, prices in the first year and a half following the 
close of the Great War rose 25 per cent (curve B). It 
would thus appear that the precedent of the Civil War, 
in so far as commodity price movements are concerned, 
has already proved an unsafe one to follow. 

We have already enumerated the reasons for expect- 
ing dissimilarity of price movements in the United 
States during the two post-war periods. During the 
Civil War the increase of prices in England and Ger- 
many, both countries being on a specie basis, was very 
small (a maximum rise of 12 per cent in 1864 relative to 
i860) compared with the increase of greenback prices in 
the United States (Chart B); *" during the Great War 
the rise in England, France, Italy, and Germany of 
paper prices was considerably greater than the rise of 
prices in the United States,*'^ which remained on a gold 
basis. After the Civil War world gold prices had not 
risen significantly, whereas at present, as we have seen, 

" Including cereals, meat, dairy products, wool, cotton, leather, silk, 
rubber, metals, building materials, fuel, and chemicals. 

*" The series of index numbers of the prices of commodities in the United 
States, England, and Germany, yearly, 1860-80, and of gold in the United 
States, yearly, 1862-78, maybe found in Wesley C.Mitchell's Gold, Prices, 
and Wages Under the Greenback Standard. On pages sg and 60 are given the 
medians and arithmetic averages of relative prices in the United States, 
quarterly, of 92 commodities. Mitchell took his price quotations from the 
Aldrich Report; the method used in computing index numbers from the data 
is described on page 29 of this Supplement. In constructing armual series 
from the quarterly tables we have taken the average of the mean prices for 
each quarter, thereby evolving a series of annual arithmetic means. A 
second annual series was constructed from the tables of quarterly medians 
by simply selecting that one of the four items in each year which appeared to 
approximate most closely the annual median. 

In comparing prices in the United States with those in European countries 
Professor Mitchell drew further upon the data exhibited in the Aldrich 
Report. Roland P. Falkner, who directed the preparation of those data, had 
the annual index numbers of Sauerbeck for England and of Soetbeer for 
Germany recomputed on the basis of actual prices in i860 = 100. They 
are thus comparable, so far as the base is concerned, with the series for the 
United States. The annual series of relatives prices for England and Ger- 
many, as recomputed by Professor Falkner, are given on page 28 of Professor 
Mitchell's work, from which they have been transcribed for purposes of this 
study. 

Though the three index numbers for the different countries were com- 
puted on the same base, any conclusion which might be drawn from a compar- 
ison of them would be somewhat weakened by the fact that the commodities 
on their Usts are not identical. Professor Mitchell found, however, that 
for 27 of the commodities used by Sauerbeck and for 46 of the conmiodities 



gold prices are more than double the pre-war level. 
During the period 1866-67 both greenback prices and 
gold prices of commodities in the United States were 
above the world level. The situation was one favorable 
to a decline of prices in the United States. Deflation is, 
ordinarily, an extremely difficult process. But we have 
found that there were a number of influences operative 
in 1866-80 which made it easy for the United States to 
deflate and get back onto a gold basis. These influences 
were surplus revenue of the government, large gold pro- 
duction in the United States immediately following the 
Civil War, rapidly increasing production of farms, 
mines, and factories, and an outside commercial world 
which could lend us money and seU us goods. Even 
with all these favorable influences operating it took the 
United States fifteen years to cut commodity prices in 
two and get back to the pre-war level (Chart A).*^ Our 
conclusion, is, therefore, that present conditions are so 
decidedly different from those ruUng after the CivU War 
that persistent similairity in commodity price move- 
ments of the two periods is not to be expected. 

Is the history of Liberty Bonds apt to prove a close 
parallel to the history of government bonds after the 
Civil War ? Here again the answer must be in the 
negative. The almost iminterrupted appreciation of 
government bonds from 1866 to 1876 was, in large part, 
the result of their availability as security for national 
bank notes. Undoubtedly a gradual appreciation of 
price and decline in yield of Liberties is probable in the 
next five years; but a decline of the jdeld from 5§ to 2 
per cent in ten years, such as occurred in 1866-75, is not 
to be expected. 

It took ten years after the close of the Civil War for 
rates on commercial paper to decHne from a customary 
rate of 8 per cent to one of 5 per cent; during these ten 
years the rate varied from a low of 5 per cent to a high 
of 20 per cent. The rate on short-time loans is some- 
used by Soetbeer, quotations were given quarterly in the Aldrich Report. 
Furthermore, 31 commodities were common to the English and German 
lists. It was possible, therefore, to draw a more exact comparison between 
price movements in the three countries by computing index numbers to the 
same base and for the same commodities. The results are given by Pro- 
fessor Mitchell on pages 31 and 32. 

The average annual price of gold in greenbacks was computed by Mr. 
E. B. Elliott and published by Professor Mitchell on page 4 of the work cited. 

" See the Supplement to The Review oe Economic Statistics, June, 
1919. 

*^ The three series of Charts A and B showing respectively the average, 
highest, and lowest prices of gold in greenbacks for each quarter during the 
period in which the metal was at a premium were taken from Wesley C. 
Mitchell's Gold, Prices, and Wages Under the Greenback Standard, pp. 5-13. 
With regard to the series of averages Professor Mitchell says: "The columns 
in these tables which show average prices are from the computations of Mr. 
E. B. Elliott, formerly Actuary of the Treasury. They are based on the 
opening, highest, lowest, and closing quotations of each business day, and 
are to be found in many of the statistical reports issued by the Treasury 
Department. 

The series of highest and lowest prices for each quarter consist of items 
selected by Professor Mitchell from a table showing the highest and lowest 
premiums on gold for each day throughout the period. {Op. cit., pp. 287- 
338.) The daily figures were compiled in turn from an annual publication 
issued by Mr. J. C. Mersereau, Register of the New York Gold Exchange, 
under the ti^t, American Gold. The quotations given by Mr. Mersereau 
were collated with those published in the Reports of the Chamber of Commerce 
of the State of New York. The items for the year 1878 were taken directly 
from the latter source and were checked against the quotations of the 
Commercial and Financial Chronicle. 



So 
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what affected by the rate on long-time loans, but it is 
most strongly affected by the fluctuating conditions of 
bank reserves, business activity, and the short-time 
movements of commodity prices. With a continued 
scarcity of investment capital (which is probable for the 
next five years at least) we may expect high rates, on the 
average, for commercial paper. It is not improbable, 
however, that there will be short intervals of relatively 
low rates for short-time loans. 

Data are available for a comparison of the sequence of 
fluctuations of wholesale prices, retail prices, and wages 
in 1916-19 with that of the Civil War period. The same 
time sequence in the rise of wholesale prices, retail prices, 
and wages was evident in 1 916-19 that took place dur- 
ing and following the Civil War (Chart L).*^ The rise of 
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Chart L. — Compabison oi' Changes m Wholesale Pkices, Cost 
OS Living, and Eaknings, January 1916 to March 1920. 

(Base, December igis) 

wages, however, has recently outstripped that of the 
cost of liviag. Wages in the recent period rose more 
promptly than they did during the Civil War. The 
relation between wages and commodity prices following 
the Civil War leads us to the conclusion that deflation of 
wages, especially of skilled and organized workmen, will 
be much slower than the deflation of prices. In fact, 
there is evidence which indicates that wages may con- 
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tinue to increase for some time after prices have started 
to decline. Furthermore, the precedents denote that 
downward adjustments of salaries of foremen, overseers, 
and the like will come last of aU. 

A number of writers have drawn a parallel between 
the present and the period following the Civil War. On 
the basis of the supposed parallel they have variously 
predicted that the United States is now faced by an 
extended period of slowly but continuously falling com- 
modity prices and rising bond prices, that we are enter- 
ing upon a "plateau of inflation lasting for several years, 
similar to the one which occurred after the Civil War," 
or that this covmtry is confronted by drastic price re- 
visions and a financial panic. Our study has led us to 
the conclusion that a close analogy does not exist be- 
tween the economic situation of the United States today 
and that following the Civil War. The United States 
of 1866-80 had a great wealth of imexplbited resources; 
government expenditures were quickly reduced, and 
inflation stopped; the United States and the world were 
entering upon a period of declining gold production that 
was to be 25 years or more in running its course; the 
currencies of the leading countries of Europe were on a 
metallic basis; European capital was seeking American 
investments; immigration was increasing and labor was 
not extensively organized; a period of great railroad 
building began; inventions were numerous and impor- 
tant; and the United States "rose from the position of 
a second or third class commercial state to the first rank 
among agricultural producers' and exporters." ** This 
constitutes a state of things quite different from that 
existing today. 

In conclusion it may be said that the points of re- 
semblance between the period following the Civil War 
and the present arise from the fact that in both c^ses 
the fundamental economic problems to be solved are 
the result of a great war which has destroyed a large 
amount of capital, inflated prices, and seriously dis- 
located economic relationships. The work ahead of us 
today is in its main outlines the same as that which the 
country faced in 1865; viz., the restoration of normal 
economic conditions and relations. But when we com- 
pare the two periods with reference to the fundamental 



^' The sources of the four series of Chart L are as follows: 
Wholesale prices. The index numbers are those of the United States 
Bureau of Labor Statistics, which are based on a larger number of articles than 
any other currently published series and are weighed according to the values 
of the commodities exchanged. As published by the Bureau the indices refer 
to prices in 1913 as 100. In the chart the base has been changed to December 
1915, for which month the index as published, relative to 1913, is 106. See 
the Bulletin of the Bureau of Labor Statistics, No. 269. 

Earnings, (i) The New York State Industrial Commission pubUshes in 
the Labor Market Bulletin a table showing average weekly earnings of about 
600,000 employees in representative New York State factories, by months, 
beginning with June 1914. These figures are derived from pajrroU statistics 
for the week including the isth of the month. They have been reduced to a 
series of index numbers based on December 1915, the index number for April 
1920 being 206.1. (2) The United States Bureau of Labor Statistics pub- 
lishes in the Monthly Labor Review a table entitled "Comparison of Employ- 
ment in Identical Establishments." These establishments represent thirteen 
important manufacturing industries with over 600,000 employees and the 
table shows, for any given month, the number of employees and amount of 



weekly payroll, together with comparable figures from the same establish- 
ments for the preceding month. From the monthly rate of increase thus in- 
dicated index numbers were constructed, based also on December 1915. The 
index number for April 1920 is 198.2. See the Labor Review, May, 1920, 
p. 123. 

Retail prices. The National Industrial Conference Board has made 
several studies of changes in the cost of a family budget of average wage- 
earners, the results of which have been published at irregular intervals in a 
series of pamphlets on Changes in the Cost of Living. These reports show, for 
each month in which an investigation is made, estimated increases in costs 
since July 1914, distributed among five principal groups of expenditures. 
Indices in the chart for the months covered by the reports result from a 
change of base to December 1915, a correction in the index of food costs, and 
a revised weighting of these principal groups in accordance with the results 
of a study of the budgets of 16,710 wage-earners' families. For the other 
months indices have been interpolated. These indices are based on changes 
in food costs as reported by the United States Bureau of Labor Statistics and 
estimates of changes in cost in the other groups. The index number for April 
1920 is 193.4. " Noyes, Forty Years of American Finance, p. 3. 
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conditions, both within and without the United States, 
which must control the process of readjustment, we find 
more points of difference than resemblance. False anal- 
ogies can only lead us to erroneous conclusions con- 
cerning current economic tendencies. It is, therefore, 
necessary to proceed with the greatest caution in draw- 
ing analogies between the economic movements of the 



the next ten or twenty years. If due allowance be made 
for differences in fundamental conditions study of the 
period following the Civil War wiU give useful results, 
perhaps as often by suggesting contrasts as by revealing 
points of similarity. Without such allowance, however, 
there is grave danger that judgments based upon devel- 
opments following the Civil War will prove to be 



period 1865-80 and those which will take place during inaccurate. 



